the key to future effectiveness

By KAREN CLEARY ALDERMAN

DoD's new efficiency review program is expected to enhance

greatly the payoff of the traditional approaches

to establishing resource requirements.

As part of the Reagan administration's thrust
to achieve greater operational economies and
efficiencies, the Department of Defense in 1981
directed each of its components to establish a for-
mal system of efficiency reviews of those in-house
activities that are not candidates for contracting
out under the provisions of OMB Circular A-76.
DoD set a resource savings goal of 4 percent to
be achieved through this process, which applied to
all activities other than combat units designated
for deployment,1 and further declared that the ac-
tivities which achieved the savings could reapply
them to other bona fide requirements. Later de-
fense guidance directed that all in-house activities
undergo efficiency reviews.

This efficiency review policy derives from man-
agement techniques developed in connection with
the A-76 cost study process. It requires DoD com-
ponents to develop performance work statements
which clearly describe the work to be performed
as well as the established quality, quantity, and
timeliness standards for performance of that work.
Using these statements and other job analysis tech-
niques as a base, managers then review their op-
erations and processes in order to identify areas
in which improvement is possible.

Improvement of operational efficiency is not a
new concern to DoD. In point of fact, in the quest
for efficiency the department invests more than a

billion dollars annually in direct civilian salaries
alone. As of December 1981, DoD employed 19,600
management analysts, industrial engineers, indus-
trial specialists, and production control specialists
who are typically tasked with determining least
costly operational methods. An additional 20,600
personnel, engaged in financial administration,
budget and accounting, financial management, and
operations research, are tasked with analyzing,
budgeting, managing, and auditing operations (see
figure, p. 14). Many uniformed personnel also per-
form similar functions. Moreover, there are nu-
merous discrete programs already under way; in
1981, for example, the Army identified 32 ongoing
programs designed to achieve more efficient re-
source utilization.2

Confronted with this enormous investment and
the multiplicity of approaches to resource conser-
vation, a skeptical manager might question the
particular merits of introducing yet another pro-
gram. But the efficiency review approach, as con-

* Assistant Secretary of Defense (Manpower, Reserve Affairs
and Logistics) Memorandum, November 27, 1981, subject:
Use of Performance Work Statements and Efficiency Reviews.

^Assistant Secretary of the Army (installations, Logistics,
and Financial Management) Memorandum, Februarys, 1982,
subject; Use of Performance Work Statements and Efficiency
Reviews.
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13s outlined earlier, DoD can improve
